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This thesis regards some types of Donald Trump’s tweets as unique announcements, which 
might affect the investors’ expectations, and studies the impact of Trump’s tweets on the distortions of 
the US treasury yield curves from 2017 to 2019. This thesis first uses the two-factor Vasicek model to 
derive the model yield curves during the sample period, and calculates the daily sum squared error 
(SSE) of the 1-, 2-, 3-, 5-, 7-, 10-, 20-, and 30-year treasury yields between the actual ones traded in 
the market and the model ones derived from the model, which can serve as a good measurement of 
the daily yield curve distortions. The thesis further categorizes Trump’s informative tweets into three 
types: comments on US economy, attitudes towards international trade, and opinions on Fed’s 
monetary policy, and runs an OLS regression with the daily percentage change in SSE being the 
dependent variable, and days when the three types of tweets are posted as explanatory variables, while 
controlling the effect of unexpected economic data release, monetary policy surprises, stock market 
returns, and time effects.  
The thesis finally finds that only the tweets reflecting Trump’s attitude towards international 
trade showed significant effect on the yield curve distortions during the whole sample period. By 
 
controlling other conditions to be the same, the deviation of the market yield curve from the model 
yield curve would increase by 15.6% on the day when Trump posted such tweets. The effect of 
comments on US economy and attitudes towards international trade showed up in 2017 and 2018 
respectively, but both diminished quickly the next year. Trump’s opinions on monetary policy didn’t 
show any impact on the distortions of the entire yield curve, but such type of tweets could lead to the 
abnormal changes in 20-year treasury yields.  
The results above indicate the treasury market’s attitude towards Trump’s tweets. Whenever 
Trump focuses on a new issue and tweets a lot about it, the market will first have faith in it and adjust 
its expectations according to the tweets, but as time goes by, the market will find Trump’s tweets noisy 
and not informative at all. As a result, it seems the market didn’t take Trump’s tweets seriously from 
2019. The results also to some extent provide evidence of the market’s confidence in the independency 
of the Federal Reserve, as the tweets towards monetary policy are found to have no impact on the 
distortions of the yield curve during the sample period and within each year. Although Trump urged 
interest rate cut badly trough twitter, it didn’t lead to significant yield curve distortions, but caused  
significant abnormal changes in the 20-year treasury yields in 2019, which might be explained by 
market’s increasing concerns about the future economy resulted from Trump’s frequent “cutting-rate 
tweets” at that time. 
The innovation of this thesis is to firstly regard Trump’s tweets as unique announcements, 
which may have the same effect as the unexpected economic data release and monetary policy 
surprises, and examine the possible impact of those tweets on the US treasury market. Although several 
limitations do exist, for example, the categorization may be kind of subjective and different ways of 
categorization may not lead to the same results, and the magnification effect on yield curve distortions 
may be underestimated due to the simultaneous existence of narrowing effect of Trump’s tweets, the 
results that some of Trump’s tweets can affect the treasury yield curve and lead to further deviation of 
the yield curve cannot be denied. In case the results are sensitive to the parameter values of the two-
factor Vasicek model, the thesis also does a robustness test by replacing the correlation between the 
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This thesis studies the impact of Trump’s tweets on the distortions of the US treasury yield 
curves from 2017 to 2019. This thesis first uses the two-factor Vasicek model to derive the model yield 
curves during the sample period, and then calculates the daily SSE as a measurement of the yield curve 
distortions. The thesis further categorizes Trump’s informative tweets into three types: comments on 
US economy, attitudes towards international trade, and opinions on Fed’s monetary policy, and runs 
an OLS regression with the daily percentage change in SSE being the dependent variable, and days 
when the three types of tweets are posted as explanatory variables, while controlling the effect of 
unexpected economic data release, monetary policy surprises, stock market returns, and time effects. 
The thesis finally finds that only the tweets reflecting Trump’s attitude towards international trade 
showed significant effect on the yield curve distortions during the whole sample period, and the effect 
of comments on US economy and attitudes towards international trade showed up in 2017 and 2018 
respectively, but both diminished the next year. Trump’s opinions on monetary policy didn’t show any 
impact on the distortions of the entire yield curve, but only led to the abnormal changes in 20-year 
treasury yields. The thesis also does a robustness test to prove that the results will still hold even if the 
assumption of the two-factor Vasicek model changed dramatically.
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Twitter is an American microblogging and social networking platform created in 2006, on 
which users post and interact with messages called as “tweets”. There are 330 million monthly active 
twitter users worldwide (Statista, as of Q1 2019), and Donald Trump, the 45th president of the United 
States, is one of them. Unlike his predecessors, Trump is such a unique president that even a new 
concept called “twitter presidency’ was created for his frequent use of twitter. Indeed, his twitter 
account has over 70 million followers and almost every day he tweets at least 5 times. From Jan. 20th, 
2017, when he first came into power as a president, to the end of 2019, he in total posted 12,735 tweets 
and retweets1.  
Figure 1. Daily numbers of Trump’s tweets
 
(Source: Trump Twitter Archive) 
Most of his tweets are posted for the purpose of building support for his campaign, like 
criticizing the Democrats, fighting against what he thinks is fake news, and appreciating the good 
results of his administration, or expressing his willings to implement some unique policies, like 
building border walls and cutting taxes. This kind of tweets can be undoubtably considered as 
unrelated to the financial market, however, there are also some tweets with the possibilities of being 
 
1 Excluding the duplicate tweets which are exactly the same as the original ones and posted only for the 











regarded as important announcements, which may influence investors’ expectations on the future 
policies, future economy environment and future risk, and further result in the daily distortions of the 
US yield curves. This thesis categorizes these tweets into three types, namely, Trump’s comments on 
US economy, his attitudes towards international trade, and his opinions on Fed’s monetary policies, 
and tries to find whether these three types of tweets can lead to distortions of the US treasury yield 
curves. 
In order to capture the daily distortions of the US treasury yield curves, this thesis uses the 
two-factor Vasicek model to portray the US treasury yield curves, and calculates the daily sum squared 
error (SSE) of the 1-, 2-, 3-, 5-, 7-, 10-, 20-, and 30-year treasury yields between the actual ones traded 
in the market and the model ones derived from the model. The daily SSE of the yield curve can be a 
good measurement of the daily yield curve distortions, and the daily percentage change of it is selected 
to be the dependent variable of the empirical model. 
The OLS regression is used here to testify the relationship between Trump’s three types of 
tweets and the daily percentage change of the distortions of the yield curve. The sample period is from 
Jan. 20th, 2017, when Trump came into presidency, to the end of 2019. With the daily percentage 
change of SSE being the dependent variable, days when Trump posts the three types of tweets are set 
to be dummy variables. In order to eliminate the interference of the release of unexpected economic 
data and monetary policy, which have been proved to have impact on the yield curve distortions by 
previous literatures, dummy variables including days when unexpected data is released, the FOMC 
meetings are held, and the FOMC minutes come out are also involved in the regression model. 
Moreover, the S&P 500 daily return is included as an explanatory variable to control the effect on 
yield curve imposed by the stock market. Year factors are also included to eliminate the bias caused 
by time effect. 
The thesis finds that during the whole sample period, only the tweets reflecting Trump’s 
attitude towards international trade showed significant effect on the yield curve distortions. By 
controlling other conditions to be the same, the deviation of the market yield curve from the model 
yield curve would increase by 15.6% on the day when Trump posted such tweets. The thesis further 
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examines the results of each year to see whether there was a change in Trump’s tweets’ impact as time 
went by, and finds that the tweets towards Trump’s comments on US economy first showed significant 
impact in 2017, but the impact diminished in the following years, and the impact of Trump’s attitude 
towards international trade appeared and dominated in 2018. Throughout the sample period, however, 
Trump’s opinions on monetary policy didn’t show any impact on the distortions of the entire yield 
curve, but only led to the abnormal change in 20-year treasury yields, indicating that the market didn’t 
expect any corresponding monetary policy changes following such tweets, which to some extent 
provides evidence of market’s confidence in the central bank independency. 
2. LITERATURE REVIEW 
There have been plenty of literatures and studies on the announcement effect on the yield curve, 
and the studies on the impact of Trump’s tweets began to show up after Trump’s election. However, 
most of the studies on the announcement effect focus only on the announcements of unexpected 
economic data or monetary policies, and the studies on Trump’s tweets only cover the impact on the 
stock market and foreign currency market. This thesis aims to combine the two kinds of studies and 
focus on the impact of Trump’s tweets on the yield curve, by regarding Trump’s tweets as another 
unique kind of announcement. 
2.1 Analysis on the impact of monetary policy surprises and macroeconomic 
announcements on the yield curve 
As for the impact of monetary policy surprises, Kuttner (2001) uses event study regressions 
and documents a strong and robust relationship between surprise policy actions and market interest 
rates, while the response to anticipated actions is generally small. Rigobon and Sack (2004) develop 
an estimator that identifies the response of asset prices based on the heteroskedasticity of monetary 
policy shocks under a weaker set of assumptions than required under the event study approach, and 
find that an increase in short-term interest rates results in a decline in stock prices and in an upward 
shift in the yield curve that becomes smaller at longer maturities. Gurkaynak, Sack and Swanson 
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(2005a) find there are two factors that capture the effects of US monetary policy on asset prices, 
namely a “current federal funds rate target” factor and a “future path of policy” factor. By measuring 
the effects of these two factors on bond yields, they find both monetary policy actions and statements 
have important but differing effects on asset prices, with statements having a much greater impact on 
long-term Treasury yields. Hamilton (2008) generalizes the formulas proposed by Kuttner (2001) and 
others, and reprove the result that changes in the fed funds target seem to be associated with quite large 
changes in treasury yields, even for maturities of up to 10 years. 
As for impact of macroeconomic announcements, Fleming and Remolona (1997) attributes the 
25 largest price moves and 25 greatest trading surges from August 1993 to August 1994 to just-released 
announcements, suggesting that bond prices react largely to the arrival of public information about the 
economy. Fleming and Remolona (1999) use high frequency data to document and interpret the impact 
of macroeconomic announcements on the entire yield curve. They find that the term-structure of 
announcement effects is hump-shaped, and the hump-shape curves differ somewhat by announcement 
type, demonstrating that the announcements are heterogeneous with respect to their impact on the term 
structure. Bartolini, Goldberg and Sacarny (2008) argue only a few announcements - the nonfarm 
payroll numbers, the GDP advance release and a private sector manufacturing report – generate bond 
yields response that are economically significant and measurably persistent. Rigobon, Roberto, and 
Brian P. Sack. (2008) develop two new approaches to better account for the influence of the 
macroeconomic news under the assumption that the measured surprises are noisy. The new approaches 
do not significantly change the patterns of the market responses obtained from the traditional event 
study approach, but suggest that incoming news generally has a much bigger impact on asset prices 
than captured by the event study approach. 
As for the impact of both factors, Gurkaynak, Sack and Swanson (2005b) present evidence that 
forward rates at long horizons react significantly to a variety of macroeconomic and monetary policy 
surprises that would be expected to have only transitory effects on the short-term interest rate under 
standard macroeconomic models, and the most plausible explanation for it is that the private sector 
has adjusted its expectations of the long-run level of inflation in response to these macroeconomic and 
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monetary policy surprises. Bauer (2015) introduces a new framework to estimate and understand the 
effects of monetary policy surprises and macroeconomic announcements on nominal interest rates. A 
simple no-arbitrage model is used to capture the impact of news on the entire term structure, and 
provides for an integrated analysis of different types of news by allowing for heterogeneous sources 
of volatility. The author argues that monetary policy causes a substantial amount of volatility in both 
short-term and long-term interest rates, and macroeconomic data surprises have small and mostly 
insignificant effects on the long end of the term structure. Moreover, the term-structure response to 
macroeconomic news is consistent with considerable interest-rate smoothing by the Federal Reserve, 
and monetary policy surprises are multidimensional while macroeconomic surprises are one-
dimensional. 
2.2 Analysis on the impact of Trump’s tweets 
Analysis on the impact of Trump’s tweets has begun since 2017, after Trump was elected to 
president. Malaver-Vojvodic (2017) focuses on the effect of Trump’s tweets on the Mexico Peso 
against the U.S. Dollar. He analyzes the impact of 7,429 Trump tweets between June 16, 2015 and 
February 21, 2017. The results show that a negative tweet by Trump leads to an increase in the daily 
volatility of the Mexican Peso against the U.S. Dollar by 21.6%. This shows that Trump can influence 
foreign exchange markets. Born, Myers and Clark (2017) test the semi-strong form of EMH by 
analyzing the impact of Trump’s tweets on stock markets. They analyze stock returns during the 
president-elect period and find that the pattern of trading volume and Google search activity implies 
small noise traders are reacting to Donald Trump’s tweets and therefore driving market inefficiencies. 
A caveat of this paper is a small sample size of only 15 tweets. Ge, Kurov and Wolfe (2017) build 
upon the limitation of Born et al. (2017) by considering a larger sample size of 48 tweets. They 
consider tweets from the pre-inauguration and post-inauguration period rather than just the president-
elect period. Using event studies, they find that positive and negative Trump tweets, on average, move 
stock price by 0.80% and there is no asymmetry in the impact of positive and negative tweets. They 
find abnormal returns are statistically significant for 2 days after the tweet. A limitation these papers 
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is that co-existing events could move stock prices and therefore have an impact on the sample of stocks. 
Ge et al. (2017) note that only 18 out of the 48 presidential tweets do not have preceding related news 
events. Krishan Rayarel (2018) categorizes Trump’s tweets into informative and non-informative 
tweets, and finds that positive and negative Trump tweets move stock prices and lead to significant 
abnormal returns. Constantin Colonescu (2018) finds some evidence of short term, as well as some 
persistent effects of Trump’s tweets on some financial and foreign exchange aggregates, such as the 
Dow Jones Industrial Average, the US-Canadian currency exchange rate, and the “Trade Weighted 
U.S. Dollar Index: Major Currencies,” an aggregate US dollar exchange rate index, but no significant 
effects are found on other bilateral exchange rates. These literatures above studied the impact of 
Trump’s tweets on US stock market and foreign currency market, but the impact on US yield curve 
remains to be tested. 
3. METHODOLOGY 
3.1 US treasury yield curve fitting 
3.1.1. The two-factor Vasicek model 
In order to examine the daily deviation of the US treasury yield curve, the first step is to derive 
the yield curve model that could fit the market best. To balance usefulness, tractability, and industry 
practice, here a two-factor Vasicek model is established to portray the US treasury yield curve, and 
parameters are estimated based on the daily data from the beginning of 2014 to the end of 2016 (the 
estimation window). 
The two-factor Vasicek model assumes that the short rate is the sum of two normally distributed 
mean reverting factors. The first factor is assigned a relatively low mean reversion speed, making it a 
long-lived factor, and the second factor is assigned a relatively high mean reversion speed, making it 
a short-lived factor. According to the principal component analysis, the changes in term structure shape 
could be mainly explained by three principal components, namely, parallel, slope and curvature, and 
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the first two of which explain about 94.3% of the total variance of term structure changes2. Under the 
two-factor Vasicek model, the first principal component has the appearance of a long-lived factor, 
while the second has the appearance of a short-lived factor, thus the model possesses considerable 
explanatory power. Moreover, the long-lived factor’s true process and the risk premium give enough 
flexibility to capture the intermediate terms and long end of the curves while the short-lived factor 
process gives enough flexibility to capture the shorter to intermediate terms, and the assumption of a 
negative correlation between the two factors allows a humped-shaped term structure, and could well 
depict the high spot rate volatilities for long and short maturities but rather low spot rate volatilities 
for medium maturities. 
Under the two-factor Vasicek model, we assume the short-term rate equals: 
𝑟(𝑡) = 𝑋(𝑡) + 𝑌(𝑡) 
and X(t) and Y(t) are two mean-reverting processes following the equations below: 
dX(t) = 𝜅𝑥[𝜃𝑥 − X(t)]dt + σ𝑥dW𝑥 (t) 
dY(t) = 𝜅𝑦[𝜃𝑦 − Y(t)]dt + σ𝑦dW𝑦 (t) 
E[dX(t)dY(t)] = ρσ𝑥σ𝑦𝑑𝑡 
where 𝜅𝑥 and 𝜅𝑦  are the speed of mean reversion for factors X(t) and Y(t) respectively, 
𝜃𝑥 and 𝜃𝑦 are long-run averages for factors X(t) and Y(t) respectively, σ𝑥 and σ𝑦  are volatility for 
factors X(t) and Y(t) respectively. W𝑥 (t) and W𝑦  (t) are random shocks to factors X(t) and Y(t), each 
of which is a standard Brownian motion with a mean of zero and a standard deviation of √𝑑𝑡. The 
correlation between W𝑥  (t) and W𝑦  (t) is assumed to be ρ. The closed-form solution for spot rate can 
be derived by this model, which is solved as below: 
First solve for X(t): 
d[𝑒𝜅𝑥𝑡X(t)] = 𝑒𝜅𝑥𝑡𝑑𝑋(𝑡) + 𝜅𝑥𝑒
𝜅𝑥𝑡X(t)𝑑𝑡 = 𝑒𝜅𝑥𝑡{[𝜅𝑥(𝜃𝑥 − X(t)]dt + σ𝑥dW𝑥 (t)} + 𝜅𝑥𝑒
𝜅𝑥𝑡X(t)𝑑𝑡
= 𝜅𝑥𝜃𝑥𝑒
𝜅𝑥𝑡𝑑𝑡 + 𝑒𝜅𝑥𝑡σ𝑥dW𝑥 (t) 
Thus, 
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In the same way, 
       Y(t) = Y(0)𝑒−𝜅𝑦𝑡 + 𝜃𝑦(1 − 𝑒




            (2) 
Hence the close-form solutions to X(t) and Y(t) are solved as the form of (1) and (2), and 
therefore we can get the solution of short rate r(t), which is the sum of X(t) and Y(t).  
To get the spot rate with maturity T at time t, R(t, t+T), we can first begin with the price of a 
zero-coupon bond at time t with face value of 1 and maturity T, which can be written as: 
P(t, t + T) = 𝐸𝑡
∗ [𝑒− ∫ 𝑟(𝑠)𝑑𝑠
𝑡+𝑇
𝑡 ] = e−R(t,t+T)T 
By substituting r(s) for X(s)+Y(s) and solving the equation, we can finally get the closed-form 
solution to R(t, t+T): 




2 (1 + C(t, t + T) −




2 (1 + D(t, t + T) − 2E(t, t + T)) −
ρσ𝑥σ𝑦
𝜅𝑥𝜅𝑦
(1 − A(t, t + T) − B(t, t + T) +
E(t, t + T))                                                             (3) 
where 






















3.1.2. Estimation of the parameters and term structure simulation 
(1) Transition between par yields and spot rates 
As both the study subject of this thesis and the yields data available to public are par yields, 
but the two-factor Vasicek model is a model for spot rates, the transition from par yields data to spot 


































2𝑡 = 1 
where 𝑦𝑡 and 𝑅𝑡 are the par yield and spot rate of maturity t respectively. By defining the 






2𝑡 and rewriting the equation, we have: 





 (t = 0.5, 1, 1.5, …)                (4) 
And reversely, 
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1
1+𝑦0.5/2
    (t = 0.5) 










 (t = 1, 1.5, 2, …)                 (5) 





− 1)                                 (6) 
Thus, we can implement transitions between par yields data and spot rates data based on the 
formulas above and obtain the market spot rates of each maturity from the available par yields data. 
(2) Parameter estimation 
As the correlation between factors X(t) and Y(t) should be a negative number ranging from -1 
to 0, in order to keep the yield curve hump-shaped, here is assumed that the correlation ρ to be a 
fixed number of -0.8, and then there are 6 parameters left to be estimated for formula (3), namely, 𝜅𝑥, 
𝜅𝑦, 𝜃𝑥, 𝜃𝑦, σ𝑥, and σ𝑦. The way of the estimation is similar to the one used in Duarte, Longstaff 
and Yu (2006). First a set of trial values of the 6 parameters is randomly picked. Then, for each day 
during the estimation window, the value of X(t) and Y(t) can be solved by plugging two market spot 
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rates calculated from the market par yields based on formula (5) and (6) with different maturities into 
the equation (3), so that there are two equations with two unknowns. For the two market spot rates 
with different maturities, the thesis chooses the 1-year spot rate and the 30 year spot rate, which are 
the very short end and the very long end of the yield curve with the highest volatilities. By fitting 
exactly the 1-year and 30-year market spot rates, the error of the model could be minimized. Next, 
with the solved values of X(t) and Y(t) and the trial value of the 6 parameters, the model values of the 
spot rates of each maturity at each day can be obtained. By implementing formula (4), the model spot 
rates can be again transferred back to par yields, and then the sum of the squared differences between 
the model and market values of 1-. 2-, 3-, 5-, 7-, 10-, 20-, and 30-year par yields over the entire 
estimation window can be calculated. Finally, we can iterate over parameter values until the global 
minimum of the sum of squared errors is obtained. In this way, we can get the parameters that can 
make the model fir the market best. 
(3) Yield curve simulation  
The simulation process is exactly the same as the one of parameter estimation. With the  
estimated values of the 6 parameters, the values of X(t) and Y(t) of each day during the sample period 
can again be solved, by fitting exactly the 1-year and 30-year market spot rates calculated from the 
market par yields based on formula (5) and (6). With the solved values of X(t) and Y(t), the model 
value of the 2-, 3-, 5-, 7-, 10-, 20-year spot rates at each day during the sample period can be obtained. 
Then, the model spot rates of each maturity can be transferred back into par yields via formula (4), 
and in this way, the theoretical yield curve in the sample period can be simulated. 
With the theoretical yield curve simulated, the daily difference between the market par yields 
and the model par yields of each maturity can be calculated, and then the daily SSE of the yield curve 
can be obtained by summing the squared difference of each maturity up. The daily SSE can serve as 
the measurement of the daily yield curve distortions. A larger SSE of one day compared to the previous 
day indicates that the market yield curve deviates further from the theoretical one, which can be 
resulted from various factors including the surprising announcements. 
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3.2 Empirical method 
In this thesis, the OLS regression is implemented to examine the relationship between Trump’s 
three types of tweets and the daily changes in the distortions of the yield curve. The regression model 
can be written as below: 
PerChangeInSSE = 𝛽0+ 𝛽1Tweets_Economy + 𝛽2Tweets_InternationalTrade + 
 𝛽3Tweets_MonetaryPolicy + 𝛽4EconomicDataRelease + 𝛽5FOMCMeeting 
+ 𝛽6FOMCMinutesRelease + 𝛽7SP500DailyReturn + 𝛽8Year2018 + 𝛽9Year2019 
Where: 
PerChangeInSSE is the dependent variable and represents the daily percentage change in the 
SSE of the yield curve. It measures the extent to which the market yield curve deviates from the 
theoretical one compared to the previous day. 
Tweets_Economy, Tweets_InternationalTrade and Tweets_MonetaryPolicy are three 
explanatory variables which the thesis focuses on. These three are dummy variables which are equal 
to 1 on the day when Trump posted tweets related to his comment on US economy, his attitude towards 
international trade, and his opinion on monetary policy respectively, and are equal to 0 on the day 
when no such tweets but only uninformative tweets are posted. For informative tweets posted on non-
trading days or posted after the trading hours, the corresponding variable on the next trading day 
following the day when such tweets are posted should be equal to 1. As the market par yields are 
calculated from composites of indicative, bid-side market quotations (not actual transactions) obtained 
by the Federal Reserve Bank of New York at or near 3:30 PM each trading day, any tweets posted after 
3:30 PM (UTC-4) are supposed to have impact (if any) on the next trading day. As for cases of retweets, 
Trump’s retweets of other twitter accounts are assumed to be have the same power as Trump’s own 
tweets. Trump’s retweets of his own tweets, although counted into the total number of Trump’s tweets, 
are not supposed to affect the value of the dummy variables, because they do not contain further 
information and the market will only respond to the original tweets if the tweets do have impact. 
EconomicDataRelease is a control variable which controls the effect of unexpected economic 
data on the yield curve. Here the economic data includes GDP growth rate, consumer confidence, 
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capacity utilization, initial job claims, employment cost index, unemployment rate, non-farm payrolls, 
PMI, CPI, PPI, retail sales, new house sales, housing starts and durable goods orders, the unexpected 
value of which are proved by Balduzzi, Elton, and Green (2001) and Gurkaynak, Sack, and Swanson 
(2005) to be influential to the US treasury market. EconomicDataRelease is equal to 1 on the day when 
the data mentioned above is released and the actual released value is different from the market 
consensus3, and is equal to 0 on the day when none of these informative data is released or the released 
data is exactly the same as the consensus one. 
FOMCMeeting and FOMCMinutesRelease are two control variables with the purpose for 
controlling the impact on the yield curves exposed by surprising monetary policies. FOMC is the short 
for Federal Open Market Committee, which holds eight meetings per year and executes monetary 
policy for the Federal Reserve System. The calendar of the meeting is made public by Federal Reserve. 
During each meeting, the FOMC reviews the overall economic conditions and decides whether to use 
expansionary or contractionary monetary policy. It also issues forecasts and changes the fed funds rate 
when it’s considered to be necessary. Thus, the FOMC meeting and the minutes released thereafter 
can serve as important signals to the market, and may lead to yield curve distortions when the monetary 
policy decided by FOMC is beyond the market’s expectation. FOMCMeeting and 
FOMCMinutesRelease are dummy variables equal to one on the day when the FOMC meeting is held 
and on the day when the FOMC meeting minutes are released, and are included into the regression 
model for the purpose of controlling the possible impact of such monetary policy surprises described 
above. 
The variable SP500DailyReturn represents the daily return of S&P 500 index. Although the 
actual correlation between the stock return and the bond return remains ambiguous, the relationship 
between the stock market and the treasury market cannot be ignored. Thus, the stock return variable 
is involved in the regression model in case that the abnormal change in the stock returns leads to 
abnormal movements of the yield curve. 
 
3 Survey consensus figures are displaying the average forecast among a representative group of economists 
and are provided by Trading Economics. 
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Year2018 and Year2019 are two dummy variables representing the data of 2018 and 2019 
respectively. There may be some unobservable variables that can affect the distortions of the yield 
curve and change with time. If those unobservable variables are correlated with any explanatory 
variable, obmitting them will result in missing variable bias. By including the time factor in the model 
to control the time effect, such bias can be avoided. 
4. DATA SELECTION AND DESCRIPTION 
4.1 Data sample for yield curve fitting 
The estimation window selected in this thesis to estimate the parameters of the two-factor 
Vasicek Model is from the beginning of 2014 to the end of 2016, a three-year period right before 
Trump’s election. The sample period is from Jan. 20th, 2017, when Trump first came into power as a 
president, to the end of 2019. There are in total 751 trading days in the estimation window and 737 
trading days in the sample period. 
The raw data of market treasury yields is the Daily Treasury Yield Curve Rates posted by US 
Department of the Treasury on their website4. These rates are commonly called as "Constant Maturity 
Treasury" rates, or CMT yields. The CMT yields are interpolated by the US Treasury from the daily 
yield curve, which relates the yield on a security to its time to maturity, and is based on the closing 
market bid yields on actively traded Treasury securities in the OTC market. The CMT yield values are 
read from the yield curve at fixed maturities, currently 1, 2, 3 and 6 months and 1, 2, 3, 5, 7, 10, 20, 
and 30 years. This method provides a yield for a 10-year maturity, for example, even if no outstanding 
security has exactly 10 years remaining to maturity. The dataset of this thesis includes all CMT yields 
with maturities of 1, 2, 3, 5, 7, 10, 20, and 30 years during the estimation window and the sample 
period. 
By implementing the parameter estimation method demonstrated in Section 3.1, the 6 





window best are calculated and shown as below: 








Thus, the changes in the short-term interest rate are generated by the sum of a long-lived factor 
X(t), with a mean reversion speed of 0.0093 and a long-term average of 7.50%, and a short-lived factor 
Y(t), with a mean reversion speed of 0.3336 and a long-term average of 0.20%. The values of the 6 
parameters are considered to be convincible, since they are in line with the common senses and the 
basic assumption of the two-factor Vasicek model. With the 6 parameters estimated, the shape of the 
yield curve can be portrayed and the deviation of the actual one from the model one can be calculated 
by summing up the squared difference between market values and model values of the 1-, 2-, 3-, 5-, 
7-, 10-, 20-, and 30-year treasury yields. 










SSE of the yield curve
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4.2 Collection of Trump’s tweets 
4.2.1 General description 
The full sample of Trump’s tweets posted between January 20, 2017 to December 31, 2019 is 
collected from Trump Twitter Archive, a searchable database including all Trump’s tweets from his 
personal account @realDonaldTrump since 2009. The sample includes all Trump’s tweets and retweets 
from other accounts and his own account, but excluded the duplicate tweets which are exactly the 
same as the original ones and posted only for the purpose of typo correction. There are in total 12,375 
tweets in the sample, of which 263 are related to Trump’s comments on US economy, 226 mention 
issues towards international trade, and 54 reflect Trump’s opinions on the monetary policy. On average 
Trump tweets 12 times every day. 
As for the circumstances of each year, according to Chart 2, there is an apparent trend that 
Trump increased the frequency of using twitter as time went by, especially in 2019, indicated by the 
sudden increase of the total number of tweets and the daily frequency. This shows Trump was getting 
more and more used to the twitter presidency. One important reason for the abnormal increase in 2019 
is that Trump was stuck into the Ukraine Scandal in September and was impeached by the House of 
Representatives, so he posted large numbers of tweets and retweets every day for the purpose of 
defending himself. Another reason is that 2019 is followed by 2020, when the next election is going 
to be held, so Trump tweeted a lot about his achievement during his administration and desired to gain 
support as much as possible to win the re-election.  
Breaking down into each type of tweets, the number of tweets towards US economy is quite 
stable through the whole sample period. This is possibly because making comments on economy and 
showing the achievements are important and necessary parts of presidency. Trump needs to make 
positive comments on economy regularly to maintain the public’s confidence in him, especially in the 
situation where US economy did do well during his tenure and there were plenty materials for him to 
appeal.  
The tweets towards international trade began to dominate in 2018, reflecting the shift of 
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Trump’s working focus from pushing forward the tax cut reform in 2017 to dealing with the large trade 
deficits of US. The number of this type of tweets remains at a high level in both 2018 and 2019, with 
the background of the elevation of US-China trade war. Besides China as a main target, Trump also 
expressed his unsatisfactory towards the trade deficits with Mexico, Canada and some European 
countries.  
Trump began to comment on monetary policy in April 2018, after Fed Reserve’s first interest 
rate hike of that year. At that time US was in the rate hike cycle, and Trump didn’t complain too much 
since the economy was still strong, and the rest of the world was also in the rate hike cycle. The next 
year, however, with the trade conflicts with China intensifying and other countries exiting the cycle 
and cutting rates one after another, Trump began to criticize the Fed’s hawk monetary policy and urge 
immediate rate cuts badly in order to cope with the pressure cast by the trade war and further boost 
the US economy. As a result, the number of Trump’s tweets related to monetary policy surged in 2019. 
Chart 2  General description of Trump’s tweets 
 2017 2018 2019 Total 
Number of tweets in total 2,316 3,290 7,129 12,735 
- US economy 81 93 87 261 
- International trade 21 109 86 216 
- Monetary policy 0 5 49 54 
- Uninformative  2,214 3,083 6,907 12,204 
Daily average 7 9 20 12 
4.2.2 Categorization criteria 
This part introduces the categorization criteria of the 3 types of tweets and the rationale of how 
these types of tweets can affect the yield curve deviation. Examples of each type of tweets are also 
given for reference. 
(1) Comments on economy 
This category includes all tweets that are related to the economy circumstances of that time. It 
can be either in the form of directly summarizing the recent economic data:  
“July is just the ninth month since 1970 that unemployment has fallen below 4%. Our economy 
 
17 
has added 3.7 million jobs since I won the Election. 4.1 GDP. More than 4 million people have received 
a pay raise due to tax reform. $400 Billion brought back from overseas. @FoxNews” 
or in the form of simple comments on the current booming economy and confidence in the 
future further growth: 
“Yesterday was a big day for the stock market. Jobs are coming back to America. Chrysler is 
coming back to the USA from Mexico and many others will follow. Tax cut money to employees is 
pouring into our economy with many more companies announcing. American business is hot again!” 
“The Economy is stronger and better than ever before. Importantly there remains tremendous 
potential - it will only get better with time!” 
or in the form of poll results to show how the common people feel about the economy: 
“In new Quinnipiac Poll 66% of people feel the economy is “Excellent or Good.” That is the 
highest number ever recorded by this poll.” 
The rational under which Trump’s comments on economy may affect the yield curve 
distortions is that the movement of the yield curve, especially the long-term end, is often driven by the 
change in the market expectation about the future economy, and Trump’s comments on economy may 
have the power to influence such changes. Someone may argue that since those economy achievements 
have already happened and the relevant data has been already released before Trump’s comments, the 
information or signal embedded in those achievements or data should have been already captured by 
the market, and the influence, if any, should have been already reflected in the market price. However, 
possibilities still exist that Trump’s repetition of economic results can further convince the market of 
the prosperity and thus change the market’s expectation. Moreover, Trump may address some points 
that are ignored by the market before, like the poll results. There are also cases when the economic 
data posted by Trump is different from the one released to public. On March 22, 2019, Trump 
announced by twitter that the GDP growth rate of the US in 2018 reached 3.1%, while the number 
released by the US Bureau of Economic Analysis on Feb 28 was 2.9%. It was later clarified by the 
White House Council of Economic Advisers that Trump’s number was calculated by comparing the 
fourth quarter of 2018 with the fourth quarter of 2017, while the number of 2.9% was the calculation 
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on a YoY basis, but such difference in calculation method was not disclosed in Trump’s tweets. In such 
cases, the market might believe in Trump’s numbers and respond to them without further research and 
investigations. Based on the possibilities above, it’s worth testing whether Trump’s comments on 
economy can affect the yield curve distortions. 
(2) Attitudes towards international trade 
This category involves all tweets that mention the issues about the international trade between 
US and other countries. It can either be Trump’s complaints about the large trade deficits held by US 
against other countries: 
“The United States has an $800 Billion Dollar Yearly Trade Deficit because of our “very stupid” 
trade deals and policies. Our jobs and wealth are being given to other countries that have taken 
advantage of us for years. They laugh at what fools our leaders have been. No more!” 
or the announcements of measures that will be taken or are currently taken to deal with the 
trade deficit, like the renegotiation of a bilateral trade agreement with Mexico or the current stage of 
US-China trade war: 
“We have large trade deficits with Mexico and Canada. NAFTA which is under renegotiation 
right now has been a bad deal for U.S.A. Massive relocation of companies and jobs. Tariffs on Steel 
and Aluminum will only come off if new and fair NAFTA agreement is signed. Also Canada must treat 
our farmers much better. Highly restrictive. Mexico must do much more on stopping drugs from 
pouring into the U.S. They have not done what needs to be done. Millions of people addicted and 
dying.” 
“We are not in a trade war with China that war was lost many years ago by the foolish or 
incompetent people who represented the U.S. Now we have a Trade Deficit of $500 Billion a year with 
Intellectual Property Theft of another $300 Billion. We cannot let this continue!” 
or the announcements of any progress obtained through trade negotiation: 
“We have agreed to a very large Phase One Deal with China. They have agreed to many 
structural changes and massive purchases of Agricultural Product Energy and Manufactured Goods 
plus much more. The 25% Tariffs will remain as is with 7 1/2% put on much of the remainder The 
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Penalty Tariffs set for December 15th will not be charged because of the fact that we made the deal. 
We will begin negotiations on the Phase Two Deal immediately rather than waiting until after the 2020 
Election. This is an amazing deal for all. Thank you!” 
As the US president, it is apparent that Trump’s attitudes towards the bilateral trade or the 
international relations with other countries can act as an important signal, implying there may be some 
future actions taken by the US government accordingly and lead to a change in the general global risk 
level. For example, if Trump has severe critics or complaints on a country, it may be followed by some 
actions that may deteriorate the trading status or the daily normal interaction between the countries, 
which may make investors concerned about the future development of globalization or the global 
economy, and drive the yield curve to deviate from the theoretical level where it should be. 
(3) Opinions on Fed’s monetary policy 
This category contains all tweets reflecting Trump’s opinions on Fed’s monetary policy. As a 
matter of fact, Trump only expressed one attitude towards the monetary policy throughout the sample 
period, which was a strong opposition against Fed’s interest rate hike. Especially in 2019, as the US-
China trade war was escalating and main competitor countries began to cut rates one after another, 
Trump’s opposition was intensified and the frequency of posting this type of tweets rose sharply. 
Although the Fed did cut interest rates three consecutive times by 25 basis points each, Trump still 
thought it was not enough at all. He desired a more dovish monetary policy to serve as a backup of the 
possible recession caused by the trade war, and he thought the relatively high level of interest rates 
compared to other countries only led to strong US dollars and impairments on exports. Also, he blamed 
that the high interest rate restrained US and the stock market from further growth. This type of tweets 
often came out in the form of an analysis of the current situation and a direct criticism on Fed and its 
chairman Jeremy Powell: 
“Doing great with China and other Trade Deals. The only problem we have is Jay Powell and 
the Fed. He’s like a golfer who can’t putt has no touch. Big U.S. growth if he does the right thing BIG 
CUT - but don’t count on him! So far he has called it wrong and only let us down. We are competing 
with many countries that have a far lower interest rate and we should be lower than them. Yesterday 
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“highest Dollar in U.S. History.” No inflation. Wake up Federal Reserve. Such growth potential almost 
like never before!” 
“Our Economy is very strong despite the horrendous lack of vision by Jay Powell and the Fed 
but the Democrats are trying to “will” the Economy to be bad for purposes of the 2020 Election.  
Very Selfish! Our dollar is so strong that it is sadly hurting other parts of the world .The Fed Rate over 
a fairly short period of time should be reduced by at least 100 basis points with perhaps some 
quantitative easing as well. If that happened our Economy would be even better and the World 
Economy would be greatly and quickly enhanced-good for everyone!” 
As surprising monetary policies can lead to abnormal yield curve movements, it’s worth testing 
whether the market will regard Trump’s opinions on monetary policy as a signal, which may be 
followed by a real interest cut by the Fed, and therefore reacts to those tweets. Theoretically, however, 
the central bank is supposed to be independent from the government, and the monetary policy made 
by the policymakers should not be intervened by the direct government pressure, or the pressure 
coming from the president. Thus, the investors should not expect that Trump’s urges could influence 
the US monetary policies and therefore would not react to Trump’s tweets related to his opinions on 
the monetary policies, if they are still believe the central bank and its policy making are independent 
from the government. On the contrary, if Trump’s tweets towards monetary policy are proved to have 
impact on the yield curve deviation, it may cast some doubt on the market’s faithfulness in the 
independency of the central bank. 
4.3 Descriptive statistics of each variable 
Chart 3  Descriptive statistics 
====================================================================== 
Statistic           N    Mean   St. Dev.  Min   Pctl(25) Pctl(75)  Max
     
---------------------------------------------------------------------- 
PerChangeInSSE     737   0.053   0.421   -0.713  -0.144   0.160  5.615
    
SP500DailyReturn   737   0.001   0.008   -0.041  -0.002   0.005  0.050
    
EconomicDataRelease737   0.518   0.500     0       0        1       1 
     
FOMCMeeting        737   0.034   0.181     0       0        0       1 
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FOMCMinutesRelease 737   0.033   0.178     0       0        0       1 
     
MonetaryPolicy     737   0.056   0.229     0       0        0       1 
     
Economy            737   0.235   0.424     0       0        0       1 
     
InternationalTrade 737   0.166   0.372     0       0        0       1 
     
 
Where MonetaryPolicy, Economy, and InternationalTrade stand for Tweets_Economy, 
Tweets_InternationalTrade and Tweets_MonetaryPolicy. It is shown in the chart that the daily 
percentage change of the yield curve distortions is rather volatile, with a mean of 5.3% and a volatility 
of 42.1%. 
5. RESULTS 
5.1 The impact of Trump’s tweets during the sample period 
Based on the empirical methodology described in Section 3.2, the impact of Trump’s tweets 
on the distortions of the yield curve can be examined by the regression model below: 
PerChangeInSSE = 𝛽0+ 𝛽1Tweets_Economy + 𝛽2Tweets_InternationalTrade + 
 𝛽3Tweets_MonetaryPolicy + 𝛽4EconomicDataRelease + 𝛽5FOMCMeeting 
+ 𝛽6FOMCMinutesRelease + 𝛽7SP500DailyReturn + 𝛽8Year2018 + 𝛽9Year2019 
The chart below shows the results of the regression: 
Chart 3  Results of the regression within the sample period 
       ===================================================== 
                                     Dependent variable:     
                                 --------------------------- 
                                       PerChangeInSSE        
       ----------------------------------------------------- 
       Tweets_Economy                      -0.015            
                                           (0.037)                    
                            
       Tweets_InternationalTrade          0.156***           
                                           (0.043)           
                                                      
       Tweets_MonetaryPolicy               -0.038            
                                           (0.071)           
                                                      
       SP500DailyReturn                    -0.221            
                                           (1.927)           
                                                      
       EconomicDataRelease                  0.013            
                                           (0.031)           
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       FOMCMeeting                          0.031            
                                           (0.086)           
                                                      
       FOMCMinutesRelease                   0.059            
                                           (0.088)           
                                                      
       factor(Year)2018                    -0.030            
                                           (0.039)           
                                                      
       factor(Year)2019                     0.013            
                                           (0.040)           
                                                      
       Constant                             0.029            
                                           (0.034)           
                                                      
       ----------------------------------------------------- 
       Observations                          737             
       R2                                   0.020            
       ===================================================== 
       Note:                     *p<0.1; **p<0.05; ***p<0.01 
 
The result shows that only Trump’s tweets towards international trade had significant impact 
on the yield curve distortions during the sample period. By controlling other conditions to be the same, 
the deviation of the market yield curve from the model yield curve would increase by 15.6% on the 
day when Trump posted such tweets. The tweets concerning US economy and monetary policy, 
however, didn’t show evidence of contributing to further distortions of the yield curve. This result 
makes sense because the diplomatic issues are more directly related to a president’s job, and therefore,  
investors tend to believe more in those tweets’ effectiveness compared to the other two types of tweets. 
As a result, compared to the other two types of tweets, Trump’s attitudes towards international trade 
are more likely to change the investors’ expectations, and are more likely to lead to yield curve 
distortions. We can also learn from the result that the treasury yield market didn’t seem to consider 
Trump’s comments on US economy to be informative in general, but might only regard them as means 
of showing off the president’s achievements and winning the voters’ support. Also, Trump’s arguments 
on monetary policy couldn’t cause significant further distortions of the entire yield curve, however, it 
will be shown later that this type of tweets could lead to significant further deviation of the long-term 
end of the yield curve. 
5.2  The impact of Trump’s tweets of each year 
Next, this thesis runs the regression within each year in order to make a comparison and see 
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how the impact of Trump’s tweets changed as time went by.  
Chart 4  Results of the regression within each year 
 
====================================================================== 
                                      Dependent variable:        
                          -------------------------------------------- 
                     PerChangeInSSE PerChangeInSSE PerChangeInSSE 
                          Year2017       Year2018       Year2019 
---------------------------------------------------------------------- 
 Tweets_Economy                0.094*         -0.048         -0.098   
  
                         (0.051)        (0.069)        (0.069)   
                            
 Tweets_InternationalTrade     0.125          0.179**         0.119   
   
                         (0.082)        (0.070)        (0.074)   
                                                                      
 Tweets_MonetaryPolicy                        -0.065         -0.069   
  
                                        (0.207)        (0.080)   
                                  
 SP500DailyReturn              1.642         5.683**       -11.744*** 
  
                         (5.332)        (2.736)        (3.649)   
                                                   
 EconomicDataRelease           0.040          0.009          0.046    
  
                         (0.045)        (0.059)        (0.057)   
                                                                     
 FOMCMeeting                   -0.086         0.088          0.127    
  
                         (0.125)        (0.166)        (0.150)   
                                                           
 FOMCMinutesRelease            0.047          -0.014         0.179    
  
                         (0.133)        (0.165)        (0.152)   
  
                                                                 
      
 Constant                      -0.009         0.006          0.059    
  
                         (0.038)        (0.050)        (0.046)   
                             
---------------------------------------------------------------------- 
 Observations                   238            249            250     
  
 R2                            0.029          0.046          0.070    
  
====================================================================== 
Note:                                      *p<0.1; **p<0.05; ***p<0.01 
 
Chart 4 shows that the impact of the 3 types of Trump’s tweets varied among each year. In the 
first year after Trump came into office, his comments on US economy could increase the distortions 
of the yield curve by 9.4%, which is significant at a 10% significance level. In the second year, this 
effect diminished and the effect of his attitudes towards international trade showed up. On the day 
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when he posted tweets related to international trade, the yield curve would deviate 17.9% further 
compared to the previous day. When it came to the year of 2019, however, neither the comments on 
US economy nor on international trade had significant impact on the yield curve distortions. Trump’s 
opinions on monetary policy didn’t show significant impact in each of the three years, showing that 
the market might still have good faith in the independency of the Federal Reserve. 
This result indicates that the treasury market tended to pay attention to Trump’s tweets towards 
US economy and international trade at first, but this kind of attention couldn’t last long. In 2017 when 
Trump first came into office, he tweeted a lot about the economy achievements and the potential of 
growth, and the market did respond to these tweets, showing that the investors believed in what he 
said via twitter and their confidence in the future prosperity was truly enhanced by these tweets. 
However, such trust disappeared in 2018, implicating the market might begin to find out that this type 
of Trump’s tweets doesn’t contain more information than the economic data itself, and the main 
purpose of these tweets is only to show the effectiveness of Trump’s presidency and win the voters’ 
support as much as possible. The same thing happened in the market’s response to the tweets towards 
international trade. In 2018 when Trump first shifted his working focus and started dealing with the 
trade deficits, he tweeted a lot to express his unsatisfactory towards the trade status of US. Besides 
China as a main target, he also showed his intention to bring Canada, Mexico, and some NATO 
member countries to the negotiation table. The treasury market responded to this type of tweets 
significantly in 2018, indicating the market might begin to sense an escalation of bilateral trade 
conflicts and a rise of global risk level from Trump’s tweets. However, this kind of impact again 
diminished in the next year, which means the investors might get tired of Trump’s continuous 
complaints and begin to find out these tweets are not necessarily followed by some real and official 
actions taken by the US government. It can be concluded from the above that Trump’s tweets did make 
sense to the market at first, but the more he tweeted, the “noisier” his tweets became, and the market 
is more likely to neglect those tweets. As a result, none of the three types of tweets had significant 
impact on the distortions of the entire yield curve in 2019. 
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5.3 The impact of Trump’s tweets on the deviation of the yields of each maturity 
This thesis further examines the impact of Trump’s three types of tweets on the deviation of 
yields with different maturities, by replacing the dependent variable with the daily percentage change 
of the squared errors of 2-, 3-, 5-, 7-, 10-, and 20-year treasury yields, in order to see whether the 




Chart 5  Results of the regression on treasury yields with different maturities 
=============================================================================================== 
                                                   Dependent variable:                          
                          --------------------------------------------------------------------- 
                            2Year      3Year      5Year       7Year       10Year      20Year 
----------------------------------------------------------------------------------------------- 
Tweets_Economy              -7.905     0.220      43.701      50.861       3.757      -2.525    
                           (9.829)    (4.052)    (30.382)    (32.088)    (16.006)     (5.695)   
                                                                                                
Tweets_InternationalTrade   -5.809     -3.521     -4.709      -18.937      9.164      -2.229    
                           (11.367)   (4.686)    (35.135)    (37.108)    (18.510)     (6.586)   
                                                                                                
Tweets_MonetaryPolicy       -0.541     -2.292     -5.035      -43.409     -15.535    41.209***  
                           (18.893)   (7.788)    (58.399)    (61.679)    (30.766)    (10.946)   
                                                                                                
SP500DailyReturn           618.154   -360.296*    168.103    -313.673    -453.789     109.991   
                          (513.558)  (211.708)  (1,587.451) (1,676.593)  (836.312)   (297.542)  
                                                                                                
EconomicDataRelease         1.468      2.478      31.053      30.450      -2.450       3.339    
                           (8.334)    (3.436)    (25.762)    (27.209)    (13.572)     (4.829)   
                                                                                                
FOMCMeeting                 -7.271     -3.227    117.720*     -17.811     16.321      -1.777    
                           (22.962)   (9.466)    (70.978)    (74.963)    (37.393)    (13.304)   
                                                                                                
FOMCMinutesRelease         44.074*     -1.386     -4.918      -12.215     -12.027     -2.704    
                           (23.408)   (9.650)    (72.357)    (76.420)    (38.119)    (13.562)   
                                                                                                
factor(Year)2018           -14.419     3.157      -39.615      4.272     -27.907*     -1.669    
                           (10.329)   (4.258)    (31.926)    (33.719)    (16.820)     (5.984)   
                                                                                                
factor(Year)2019           -19.474*    0.003      -25.773     62.356*     -10.620      2.123    
                           (10.575)   (4.359)    (32.688)    (34.524)    (17.221)     (6.127)   
                                                                                                
Constant                   21.191**    1.515      11.247      -25.593     26.456*      0.643    
                           (9.075)    (3.741)    (28.052)    (29.627)    (14.778)     (5.258)          
                                                                       
----------------------------------------------------------------------------------------------- 
Observations                 737        737         737         737         737         737     
R2                          0.014      0.007       0.011       0.011       0.005       0.024    
=============================================================================================== 
Note:                                                               *p<0.1; **p<0.05; ***p<0.01 
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It can be found from the result that although the tweets towards US economy and the tweets 
towards international trade could have significant impact on the distortions of the entire yield curve, 
when it came to the deviation of yields with each maturity, neither of them showed significant effect. 
Surprisingly, Trump’s tweets related to monetary policy are found to severely affect the deviation of 
20-year treasury yields, and by running the regression within 2018 and 2019, it can be found that this 
effect only showed up in 2019 (Chart 6), when this type of tweets were most frequently posted.  
Chart 6  Results of the regression on the deviation of 20-year treasury yields 
  ====================================================== 
                                Dependent variable:      
                            ---------------------------- 
                             PerChange20    PerChange20  
                               Year2018       Year2019     
  ------------------------------------------------------ 
  Tweets_Economy                -0.418        -7.495     
                               (0.458)       (17.559)    
                                                       
  Tweets_InternationalTrade     0.321         -14.611    
                               (0.461)       (18.854)    
                                                       
  Tweets_MonetaryPolicy         -0.432       49.041**    
                               (1.372)       (20.340)    
                                                       
  SP500DailyReturn              20.112        192.475    
                               (18.120)      (923.972)   
                                                       
  EconomicDataRelease           0.206         12.107     
                               (0.394)       (14.418)    
                                                       
  FOMCMeeting                   -0.092        -7.752     
                               (1.099)       (38.009)    
                                                       
  FOMCMinutesRelease            -0.246        -5.180     
                               (1.091)       (38.536)    
                                                       
  Constant                      0.218          0.685     
                               (0.333)       (11.767)    
                                                       
  ------------------------------------------------------ 
  Observations                   249            250      
  R2                            0.011          0.029     
  ====================================================== 
  Note:                      *p<0.1; **p<0.05; ***p<0.01 
 
It is kind of strange for such long-term treasury yields to be affected by issues about monetary 
policies, since it has been proved that short-term and medium-term treasury yields are more sensitive 
to the change in Fed funds target rates. Thus, this effect of Trump’s tweets cannot be simply explained 
by loss of confidence in the central bank independency- if the market did lose faith in the independency 
of the Federal Reserve and expected further rate cuts following Trump’s urges, abnormal deviations 
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should be more likely to be observed in short-term and medium-term treasury yields. One possible 
explanation to the fact that long-term treasury yields react to Trump’s urges of rate cuts might be that 
there were changes in the market’s expectation on the economy outlook. As Trump urged the Fed to 
cut rates badly in 2019, the market might reevaluate the pressure of US-China trade war on US 
economy and cast doubt on the sustainability of the US economy prosperity. Thus, the more tweets 
Trump posted to reflect his opinion on Fed’s monetary policy, the more worried the market might 
become about the economy outlook, and such worries would be reflected in the deviation of the 20-
year treasury yields. 
5.4  Reconfirm the results with different parameters of the two-factor Vasicek 
model 
As the daily yield curve deviation is calculated based on the model values, which are derived 
by the two-factor Vasicek model, there is a possibility that the results may be sensitive to the parameter 
estimation of the model, and it’s worth testing whether the results will significantly change if the 
parameters of the model are changed. In order to obtain the most convincing results, an extreme case 
is considered here: the correlation between X(t) and Y(t) is assumed to be zero, rather than -0.8 in the 
description above. In this case, the two mean-reverting processes in the model are independent from 
each other, and the 6 parameters of the model are expected to change the most. After taking the 
identical procedure as described in Section 3.1.2, the values of the 6 parameters become: 








In this case, the changes in the short-term interest rate are generated by the sum of a long-lived 
factor X(t), with a mean reversion speed of 0.0091 and a long-term average of 6.89%, and a short-
lived factor Y(t), with a mean reversion speed of 0.3345 and a long-term average of 0.93%. The values 
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have changed and are still in line with the basic model assumptions. However, the changes in the 6 
parameters are found to have no impact on the regression results. By doing the same regressions with 
the new daily yield curve deviation calculated based on the new model parameters, the significance of 
the coefficient of each explanatory variable remains the same, although the coefficient values change 
slightly. The regression results are set out in the Appendix. This finding serves as further evidence of 
the robustness of the results described above. 
 
6. LIMITATIONS 
After proving the results will hold whatever the parameters of the model are, there are still two 
limitations left in this thesis. The first is the categorization of the tweets. Here Trump’s tweets are 
divided into three groups. Although the categorization criteria are described in Section 4.2.2, it’s still 
kind of subjective when deciding each tweet should belong to which group. The idea of categorizing 
Trump’s tweets into three types is also a personal decision. Hence, different methods of categorization 
may not lead to the same results. On the other hand, this thesis only focuses on the magnification effect 
of Trump’s tweets on the yield curve deviation, and comes to the conclusion that in general, the 
deviation of the yield curve would increase by 15.6% on the day when Trump posted tweets about 
international trade, but neglects the possibility that some of Trump’s tweets may also help narrow the 
deviation of the yield curve. For example, when Trump announced US had agreed to a very large Phase 
One Deal with China by twitter on December 13, 2019, the deviation of yield curve on that day shrank 
by 70.45%, reflecting a sharp decrease in yield curve distortions. 
 “We have agreed to a very large Phase One Deal with China. They have agreed to many 
structural changes and massive purchases of Agricultural Product Energy and Manufactured Goods 
plus much more. The 25% Tariffs will remain as is with 7 1/2% put on much of the remainder The 
Penalty Tariffs set for December 15th will not be charged because of the fact that we made the deal. 
We will begin negotiations on the Phase Two Deal immediately rather than waiting until after the 2020 
Election. This is an amazing deal for all. Thank you!” 
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If such narrowing effect of Trump’s tweets also exists, the magnification effect proved by this 
thesis will be underestimated. However, although these limitations exist, the research result that some 
of Trump’s tweets can affect the treasury yield curve and lead to further deviation of the yield curve 
will not be affected. 
7. CONCLUSION 
This thesis finds that the three types of Trump’s tweets, comments on US economy, attitudes 
towards international trade, and opinions on Fed’s monetary policy can in some way affect the US 
treasury yield curve by increasing its deviation from the model values. To achieve this, the thesis uses 
a two-factor Vasicek model to portray the model US yield curves during the sample period, and 
chooses the daily SSE of the yield curves as a measurement of the daily yield curve distortions. An 
OLS regression is implemented to test the relationship between the three types of tweets posted by 
Trump and the daily percentage change in SSE of the yield curve, with some fundamental variables 
are also involved as controlling variables.  
As a result, the impact of tweets towards US economy showed up in 2017, the first year for 
Trump as a president, and diminished in 2018. The impact of tweets towards international trade could 
be first observed in 2018, when Trump focused on dealing with the trade deficit problem, and 
disappeared in 2019. Although there is no significant impact of the tweets towards monetary policy 
on the deviation of the entire yield curve, such type of tweets is found to severely affect the deviation 
of 20-year treasury yields. For the whole sample period, only the tweets related to Trump’s attitudes 
towards international trade show significant impact on the yield curve deviation. By controlling other 
conditions to be the same, the deviation of the market yield curve from the model yield curve would 
increase by 15.6% on the day when Trump posted such tweets. 
The results above indicate the treasury market’s attitude towards Trump’s tweets. Whenever 
Trump focuses on a new issue and tweets a lot about it, the market will first have faith in it and adjust 
its expectations according to the tweets, but as time goes by, the market will find Trump’s tweets noisy 
and not informative at all. As a result, it seems the market didn’t take Trump’s tweets seriously from 
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2019. The results also to some extent provide evidence of the market’s confidence in the independency 
of the Federal Reserve, as the tweets towards monetary policy are found to have no impact on the 
distortions of the yield curve during the sample period and within each year. Although Trump urged 
interest rate cut badly trough twitter, it didn’t lead to significant yield curve distortions, but only caused 
abnormal change in 20-year treasury yields, which was kind of surprising and might be explained by 
market’s increasing concerns about the future economy. 
The innovation of this thesis is to firstly regard Trump’s tweets as unique announcements, 
which may have the same effect as the unexpected economic data release and monetary policy 
surprises, and examine the possible impact of those tweets on the US treasury market. Although several 
limitations do exist, for example, the categorization may be kind of subjective and different ways of 
categorization may not lead to the same results, and the magnification effect on yield curve distortions 
may be underestimated due to the simultaneous existence of the narrowing effect of Trump’s tweets, 
the results that some of Trump’s tweets can affect the treasury yield curve and lead to further deviation 
of the yield curve cannot be denied. In case the results are sensitive to the parameter values of the two-
factor Vasicek model, the thesis also does a robustness test by replacing the correlation between the 




APPENDIX: REGRESSION RESULTS BASED ON THE NEW 
MODEL PARAMETERS 
1. The impact of Trump’s tweets during the sample period 
===================================================== 
                              Dependent variable:     
                          --------------------------- 
                                PerChangeInSSE        
----------------------------------------------------- 
Tweets_Economy                      -0.015            
                                    (0.037)           
                                                      
Tweets_InternationalTrade          0.155***           
                                    (0.042)           
                                                      
Tweets_MonetaryPolicy               -0.038            
                                    (0.071)           
                                                      
SP500DailyReturn                    -0.186            
                                    (1.918)           
                                                      
EconomicDataRelease                  0.013            
                                    (0.031)           
                                                      
FOMCMeeting                          0.032            
                                    (0.086)           
                                                      
FOMCMinutesRelease                   0.059            
                                    (0.087)           
                                                      
factor(Year)2018                    -0.030            
                                    (0.039)           
                                                      
factor(Year)2019                     0.013            
                                    (0.039)           
                                                      
Constant                             0.029            
                                    (0.034)           
                                                      
----------------------------------------------------- 
Observations                          737             
R2                                   0.020            
===================================================== 
Note:                     *p<0.1; **p<0.05; ***p<0.01 
 
2. The impact of Trump’s tweets of each year: 
====================================================================== 
                                      Dependent variable:              
                          -------------------------------------------- 
                          PerChangeInSSE PerChangeInSSE PerChangeInSSE 
                              Year2017       Year2018       Year2019  
     
---------------------------------------------------------------------- 
Tweets_Economy                0.094*         -0.047         -0.099     
                             (0.051)        (0.068)        (0.069)     
                                                                       
Tweets_InternationalTrade     0.126         0.177**         0.119      
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                             (0.081)        (0.069)        (0.074)     
                                                                       
Tweets_MonetaryPolicy                        -0.066         -0.069     
                                            (0.205)        (0.080)     
                                                                       
SP500DailyReturn              1.628         5.737**       -11.734***   
                             (5.324)        (2.704)        (3.650)     
                                                                       
EconomicDataRelease           0.040          0.009          0.046      
                             (0.045)        (0.059)        (0.057)     
                                                                       
FOMCMeeting                   -0.086         0.088          0.128      
                             (0.125)        (0.164)        (0.150)     
                                                                       
FOMCMinutesRelease            0.048          -0.014         0.177      
                             (0.133)        (0.163)        (0.152)     
                                                                       
Constant                      -0.009         0.006          0.059      
                             (0.038)        (0.050)        (0.046)     
                                                                       
---------------------------------------------------------------------- 
Observations                   238            249            250       
R2                            0.030          0.047          0.070      
====================================================================== 
Note:                                      *p<0.1; **p<0.05; ***p<0.01 
 
3. The impact of Trump’s tweets on the deviation of 20-year treasury yields 
====================================================== 
                              Dependent variable:      
                          ---------------------------- 
                           PerChange20    PerChange20  
                             Year2018       Year2019      
------------------------------------------------------ 
Tweets_Economy                -0.508        -5.580     
                             (0.533)       (11.273)    
                                                       
Tweets_InternationalTrade     0.596         -10.355    
                             (0.536)       (12.104)    
                                                       
Tweets_MonetaryPolicy         -0.497       29.737**    
                             (1.594)       (13.058)    
                                                       
SP500DailyReturn              23.695        124.076    
                             (21.057)      (593.184)   
                                                       
EconomicDataRelease           0.092          7.294     
                             (0.458)        (9.257)    
                                                       
FOMCMeeting                   -0.148        -6.169     
                             (1.277)       (24.401)    
                                                       
FOMCMinutesRelease            -0.278        -3.717     
                             (1.267)       (24.740)    
                                                       
Constant                      0.294          2.646     
                             (0.387)        (7.554)    
                                                       
------------------------------------------------------ 
Observations                   249            250      
R2                            0.014          0.027     
====================================================== 
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